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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 





1985 1986 1987 -. 
Domestic Economy 
Population (millions) 22.0 22.6 23:27 
Population Growth (percent) a 2.6 2«6 
GDP (current prices) 11,930 14,762 16,746 
Per Capita GDP (current prices) 542 653 707 
GNP (current prices) 12,114 15,419 17,682 
Per Capita GNP (current prices) 551 682 746 
Consumer Price Index (% change) Tet 8.8 2.8 
Production and Employment 
Labor Force (1,000s) 6,700 6,950 7,200 
Unemployment (avg % for year) 14 14 15.5 
Industrial Production (Local 
currency base 1978 = 100 116 120 124 
Govt. Oper. Surplus (+) or 
Deficit (-) as % of GDP =A 4. -3.1 OL7 
Balance of Payments 
Exports FOB 2,178 2,438 2,798 
Imports CIF 3,827 3,802 4,219 
Trade Balance -1,649 -1,364 -1,421 
Tourism Expenses 89 100 132 
Tourism Receipts 610 739 933 
Current Account Balance -897 -216 164 
Foreign Direct Investment (new) 55 89 110 
Debt-Service (after relief) ** 1,359 1,940 1,996 
Debt-Service Ratio as % of Exports 
of Goods, Non Factor Services, 
and Transfers 
Before Debt Relief 58.0 Ii 3 61.6 
After Debt Relief 31.2 370 ath 
Foreign Exchange reserves (year end) 83 159 370 
Average Exchange Rate for Year 10 9.10 8.36 
U.S.-Morocco Trade 
U.S. Exports to Morocco (FOB) 279 487 382 
U.S. Imports from Morocco (CIF) 44 47 54 
Trade Balance -235 -440 =3Z0 
U.S. Share of Morocco Exports (%) 1.4 Lid Leo 
U.S. Share of Morocco Imports (%) 6.2 12.8 9.1 
U.S. Bilateral Aid (FY) 421.3 134.6 136.3 
Economic 85.5 89.1 90.8 
Military 35.8 45.5 45.5 


Principal U.S. Exports (1987): Wheat 173/Aviation Equipment 25/ Vegetable Oil 
Sulphur 22/Coal 22/Tobacco 21 

Principal U.S. Imports (1987): Textile Goods 6/Phosphates 3/ 
Canned Vegetables 3/Spath Fluor 3 


Sources: Bank of Morocco/Ministry of Finance/Embassy Estimates 
* based on value in dirhams, 1987 versus 1986 
** based on value in US dollars 








SUMMARY AND 1987 OVERVIEW 


Economic growth slowed in 1987 due primarily to a severe 
drought and a decline in mining output. Real GDP grew 1.5 
percent versus 5.8 percent in 1986. The slowdown caused per 
capita income to drop 3.8 percent in Moroccan dirhams. In 
spite of this poor overall performance, the economy made 
important strides toward structural adjustment--including 
strong growth in nontraditional exports, further steps toward 
trade liberalization, and a reduction in exchange controls. 
The country’s principal external balances improved. Inflation, 
at 2.8 percent, was the lowest in more than a decade. 
Morocco’s dependence on exports of phosphate rock was further 
reduced and, for the first time, exports of phosphate | 
derivatives exceeded the value of exports of phosphate rock. 


The country successfully completed a 16-month International 
Monetary Fund (IMF) standby agreement in May 1988. The Fund 
announced a new 16-month standby loan for $271 million in 
September 1988. Meanwhile, World Bank financial assistance as 
of June 1988 totaled $363 million. Bank commitments for 
1988/89 are expected to exceeed this level. 


There were other promising indicators. For the first time 
since 1973, the current account recorded a surplus, after debt 
rescheduling, of $164 million. The surplus resulted from a 25 
percent increase in tourism receipts, more sales of phosphates 
and phosphatic derivatives, and another rise in remittances and 
transfers from Moroccan residents abroad. The trade deficit 
improved 5 percent in dirham terms, but stayed roughly the same 
in depreciated dollar terms--$1.4 billion. Foreign exchange 
reserves increased slowly but steadily over the course of the 
year to $370 million, or the equivalent of 1 month’s imports. 
Foreign exchange payment delays have fallen commensurately. 

The value of the dirham vis-a-vis major trading partners 
remained relatively steady, although there is a trend toward 
slight appreciation in 1988. A Paris Club rescheduling took 
place in October 1988. Commercial bank rescheduling is 
expected in 1989. Total external debt, both public and 
private, stood at close to $18 billion at year-end 1987. 


U.S. sales to Morocco totaled $382 million, about 9 percent of 
total Moroccan imports. American wheat captured the entire 
Moroccan import market, or $173 million. Moroccan sales to the 
United States grew to $45 million (FOB). They consisted 
primarily of textile goods, minerals and mineral products, and 
canned foods. Prospects are good for increased U.S. sales as 
economic growth is expected once again to exceed 5 percent in 
1988-89 as consolidation of structural adjustment gains and 
other factors lead to a healthier financial situation. 








A Poor Harvest Lowers Growth--A severe drought and resulting 
marked decline in production of grain as well as fruits and 
vegetables reduced value added in agriculture by 13 percent in 
1987, reducing real GDP growth to 1 percent from 5.8 percent in 
1986. Citrus fruit production was down 20 percent, while 
exports dropped by about 15 percent in volume and value. The 
cereals crop was reduced substantially from its historical high 
in 1986, to 4.7 million tons. Grain imports rose over 40 
percent to 2.2 million tons, although weak world market prices 
actually decreased the dirham value by 3 percent. Wheat 
imports alone totaled 1.9 million tons, or about $180 million. 
Bright spots in the agricultural export picture included fresh 
tomatoes, up 5 percent in quantity but 18 percent in value; and 
shellfish, up 25 percent in volume and 23 percent in value. 
Morocco’s citrus and winter vegetable exports--about 13 percent 
of total export earnings--are still shipped primarily to France 
and the European Economic Community (EC) in general. Problems 
with winter vegetable exports to Europe in 1988 have confirmed 
local fears that increasing EC trade barriers to agricultural 
imports will hurt Morocco in the years ahead. The Moroccan 
Government is exploring alternative market outlets, including 
Eastern Europe. However, a new EC-Morocco agreement on fishing 
rights, concluded in early 1988, keeps in place significant 
European payments and other concessions to Morocco in exchange 
for access to valuable offshore fishing grounds. 


Phosphate exports remained flat in 1987, and, for the first 
time, sales of phosphoric acid and other phosphate derivatives 
outpaced sales of phosphate rock, Morocco’s traditional export 
mainstay. Phosphate rock exports slid 4.6 percent to just over 
13 million metric tons (MT), while production held at 21 
million MT. Exports of rock were valued at $370 million, while 
phosphoric acid sales jumped over 10 percent to $430 million. 
For 1988, positive world market trends indicate that receipts 
from both phosphoric acid and phosphate rock export will be up 
sharply, even if mine production remains stagnant. Production 
at Morocco’s Boucraa mine in the western sahara remains 
negligible--less than 5 percent of total production and at a 
relatively high cost. 


But Exports Remain Strong--Overall, exports grew 5.8 percent in 
nominal dirham terms in 1987. They were led by continued rapid 
growth in clothing and knitted goods, up 37.9 percent and 43.9 
percent in value, respectively. Again, France is the major 
destination, taking 22 percent of total Moroccan exports and 
about 50 percent of Moroccan textile exports. This sharp 
growth prompts occasional complaints and threats of trade 
action by French textile producers, but the voluntary quota 
system in place has so far held, since raw materials for the 
Moroccan textile sector come overwhelmingly from France. 











Imports rose 1.9 percent in nominal dirhams in 1987. They were 
led by crude oil, sulphur, chemical products and wheat. France 


was the largest supplier, furnishing 21.8 percent of total 
imports. 


In late 1987, the Moroccan Government proposed a series of 
benefit reductions and general standardization measures for the 
various sectoral investment codes (industry, tourism, fishing, 
mining, real estate, export, handicraft) available for both 
Moroccan and foreign investors. Despite Parliament’s approval 
of these reductions, the investment code regime remains 
relatively liberal and generous: at its best, industrial 
investments outside the major urban areas may still qualify for 
an interest-free loan of up to 15 percent of total project 
value, land purchase subsidies, job creation grants, as well as 
a 50 percent holiday on corporate taxes for 5 years. However, 
these codes have not yet been successful in attracting major 
flows of new foreign investment, in part at least because they 
have been modified numerous times since being introduced 
several years ago. Net foreign investment in all sectors, 
including real estate, was about $110 million in 1987. New 
industrial investment by Moroccans, however, is booming~-with 
40 percent of the $560 million in projects proposed in 1987 
going to the textile sector. 


Public Finance--Although the government began to emerge in 1987 
from its government deficit and balance of payments crises, 
long-term stability for Moroccan public finance remains 
elusive. Throughout 1987, the government coped with an IMF 
standby agreement which called, among other things, for 
continued reduction in the budget deficit, payment of external 
arrears, and strengthening of the government’s fiscal base. 
While progress was made in each of these areas, some targets 
were missed, and concern remains that the government has been 
unable to devote sufficient resources to productive capital 
spending in order to lay the groundwork for sustainable 

growth. In late 1987, the government proposed a series of 
measures to streamline and slightly increase trade taxes. 
Revenues for 1988 are running ahead of projections as the value 
added tax, introduced in 1986, overcomes initial implementation 
problems and begins to work smoothly. The government continues 
to benefit from low price oil prices: not only have foreign 
exchange costs for oil imports fallen from around 50 percent in 
1984 to less than 25 percent of total export earnings in 1987, 
but the government has maintained the pump price at the 
equivalent of $32 per barrel, thus bringing in about 4 billion 
dirhams in revenue (8 percent of total tax revenue) each year. 
The government has turned increasingly to domestic bond issues 
for financing, which have met with considerable success as 
issues have been repeatedly oversubscribed. In 1987, bond 
issues raised 5.6 billion dirhams ($670 million), thus covering 
about three quarters of the government’s domestic financing gap. 








The Moroccan current account moved into surplus in 1987 for the 
first time since 1973. This surplus, $164 million, represented 
slightly more than 1 percent of GDP versus a deficit of about 
1.5 percent of GDP in 1986. Another surplus is anticipated in 
1988. The improvement in the current account is due to 
significant increases in workers’ remittances (up 13 percent in 
dollar terms) and tourism (up 25 percent). These permitted 
Morocco to increase payment of private sector commercial 
arrears as well as public sector arrears and still achieve a 
current account surplus. However, Morocco is now at pains to 
demonstrate that continued favorable treatment within the Paris 
Club (official creditors) and the London Club (commercial 
creditors) is warranted for debt rescheduling. In fact, the 
current account surplus was achieved only after debt relief 
worth about $1.25 billion in 1987, primarily from official 
creditors. Morocco is now reconstituting foreign exchange 
reserves, but argues that it will need at least 2 more years of 


rescheduling before it can be considered a "graduate" of the 
Paris Club. 


Money and Credit--Domestic credit grew 8 percent in 1987, down 
from 12.2 percent in 1986. The Moroccan financial system is 
tightly controlled, with the Central Bank (Banque al-Maghrib) 
setting credit limits and interest rates for a variety of loans 
at each of the commercial banks. Credit to the private sector 
grew by 9.3 percent in 1987, reflecting reduced government bank 
borrowing. The money supply grew by 9.7 percent over the year. 


Beginning in late 1987, the waiting time for foreign exchange 
at the Banque al-Maghrib began to diminish and by mid-1988 
stood at 20 days, about half the waiting period 1 year 


earlier. This delay is expected to diminish further as foreign 
exchange inflows continue. 


Employment and Income--Morocco is a primarily rural country, 
with over 50 percent of the population under the age of 20. 
Population growth is high--2.6 percent per year. In 1987 
alone, about 140,000 people moved from the countryside to urban 
areas; urban population growth is now at 3.6 percent. The 
generation of productive employment opportunities for Morocco’s 
work force remains the country’s number one objective. 

Already, remittances from about one million Moroccans working 
overseas provide the principal source of foreign exchange to 
the economy. However, there is little possibility for further 
large-scale emigration of semiskilled workers. Currently, the 
government estimates urban unemployment at 15.5 percent, 
although actual figures may be much higher. There are no 
statistics on rural unemployment. 





Labor force skills vary a great deal. Literacy was 56 percent 
in urban areas in 1982, although it may have improved some in 
the intervening years. The government has set minimum 
industrial and agricultural monthly wages of $99 and $65 a 
month, respectively. These minimum wages are not widely 
respected, particularly in the small and medium industries of 
greater Casablanca and other major urban areas, as well as in 


the countryside where enforcement of labor laws is difficult 
and sporadic. 


THE 1989 OUTLOOK 


The economy should improve--provided oil prices remain weak, 
phosphates prices strengthen, the harvest be normal, and damage 
from locusts stay minimal. The improvement also assumes 
successful negotiations with the IMF and the World Bank on new 
lending and further reschedulings with Paris and London Club 
creditors. Under these circumstances, exports may soar, the 
current account deficit may continue narrowing, and GDP 
increase. Inflation may prove worrisome. 


COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Additional foreign exchange availability as the result of the 
excellent 1988 harvest and an improved economy may lead to an 
increase in nonagricultural imports from the United States. 


Moroccan businessmen are stepping up their contacts in the U.S. 
market as they seek to diversify their sources of supply away 
from traditional European trading partners. In general, 
American goods and services are highly regarded and sought 
after, as are American business methods. Nonetheless, an 
American businessman in Morocco must be able to function in 
French, the official language of marketing, packaging and 
presentation--if he wishes to be successful. A knowledge of 
Moroccan Arabic is also helpful, but not essential. Conformity 
to local specifications and international standards, such as 
the metric system and 50-cycle electric current is mandatory. 


The United States in 1987 was Morocco’s second largest supplier 
($384 million), after France ($921 million), and before Spain 
($370 million), Iraq ($290 million--mostly oil), West Germany 
($282 million), and Italy ($231 million). U.S. exports 
consisted mostly of wheat, vegetable oil, sulphur, tobacco and 
corn, as well as some coal. Manufactured exports were led by 
aircraft and industrial machinery. Morocco’s major exports to 
the United States in 1987 were textile goods. 








Morocco’s large foreign debt continues to limit its imports. 
This problem will continue to hamper growth of U.S. sales in 
that market. However, within this constraint, there remain 
significant opportunities for the export of agricultural goods, 
raw materials, and capital equipment. Financing from the 
Export-Import Bank of the United States (Eximbank) is 
available. Eximbank has financed large sales of capital 
equipment to Morocco in the past, primarily for phosphate 
mining equipment, aircraft, and railway locomotives. U.S. 
Department of Commerce trade missions have included 
agribusiness and food processing, medical/hospital, and 
fisheries equipment. Upcoming missions will include water 
resources equipment. 


The United States participated in the Casablanca International 
Fair for more than 24 years, most recently in April 1987. 
However, due to a major construction project adjacent to the 
Casablanca fairgrounds, the fair will not be held in 1989. 


Information on best export prospects and investment 
opportunities may be obtained from the U.S. Department of 
Commerce Desk Officer for Morocco or from the U.S. Foreign 
Commercial Service office at the American Consulate General in 
Casablanca. The American Embassy in Rabat also provides 
assistance. 


Best prospects for U.S. exporters include the following: 


Agricultural Equipment--Morocco imported $60 million worth of 
agricultural equipment in 1987, less than 2 percent of it from 
the United States. The agricultural sector generally accounts 
for over 20 percent of Moroccan GDP and is always a government 
investment priority. The World Bank recently implemented a $20 
million agricultural sector loan with Morocco, which targets 
small- and medium-scale irrigation projects. Similar loans 
have been obtained from the African Development Bank. 
International tenders issued in connection with this and other 
agricultural investment projects are transmitted directly from 
the Embassy to the Commerce Business Daily staff. 


Fishing Equipment--The Moroccan Government would like to make 
better use of its rich offshore fishing resources along the 
Atlantic coast. Fresh and canned fish producticn increased 26 
percent over the past 5 years; exports have grown nearly 70 
percent. A recent fishing agreement with the EC will run for 4 
years and involve a sizable transfer of resources to Morocco as 
payment for fishing rights; these resources will be largely 
invested in the fishing industry. 





The United States had no share of the 1987 import total for 
high seas fishing boats of $80 million. Sales opportunities 
also exist for freezers, navigation equipment, search and 
rescue gear, as well as other general maritime equipment. 


Textile Machinery--The Moroccan textile industry is the fastest 
growing industrial subsector as well as the most dynamic 
industrial export activity. Growth in this sector over the 
next several years is expected to remain at over 20 percent per 
year. Morocco’s proximity and access to the European market 
have made textiles the investment of choice for both Moroccan 
and foreign investors. 


In 1987, textile machinery imports totaled $45 million; again, 
the United States was virtually absent from this market, which 
was dominated by West Germany and Switzerland. 


Medical and Dental Equipment--Expenditures on public health 
needs have not kept pace with either the growing population or 
inflation over the past decade. Accordingly, needs for both 
medical and dental equipment and pharmaceutical supplies are 
great, although financing remains a problem. The United States 
captured only 2.6 percent of the total 1987 pharmaceutical 
import market of $44 million. In 1988, U.S. Foreign Commercial 
Service personnel held a video catalog exhibition on medical 
and dental equipment in Casablanca and Rabat. 


Hotel and Restaurant Equipment--The Moroccan tourism industry 
grew over 7 percent in 1987, achieving a visitor total of 2.3 
million people. This sector employs over 200,000 people and is 
a major source of foreign exchange earnings. There is a 
general consensus, however, that the tourism sector has a 
potential for much greater growth. The government gave formal 
agreement to new investment projects in this sector worth over 
$230 million in 1987 alone. Most of these projects involve 
hotel construction. France and Italy currently supply most 
hotel and restaurant equipment imports. Best prospects include 
laundry machinery, commercial dishwashers, tableware, drinking 
fountains, ice-making machines, coffee makers and garbage 
disposal equipment. 





You say you want 
! to export — 


The new, easy-to-read BASIC GUIDE TO 
EXPORTING is now at Government Printing 
Office bookstores across the country or through 
the attached coupon. 














. Everything you need to know 
about developing an export strate- 
gy, finding economical market re- 
search, pricing for profits, shipping 
overseas, export documentation, 
traveling abroad, answering over- 
seas inquiries, making an overseas 
sales contact, using an export man- 

agement company, antitrust, copy- 

rights, trade secrets, technology 

licensing, getting paid for over- 

seas sales, joint ventures, pat- 

ents, licensing exports, finan- 

cing overseas sales, foreign sales 

corporations, government assis- 
tance to exporters... 

is at your fingertips! 


The BASIC GUIDE TO EXPORTING is 
published by the U.S. and Foreign Commercial 
Service, U.S. Department of Commerce, your 
global network of trade professionals. 


dent of Documents Publication Order Form 


Y ow eeeeatt ao 
[| ES : ‘ ‘ It's easy! [ « ) 
* please send me the Basic Guide to Exporting 
at $8.50 per copy (Stock number 003-009-00487-0) 
1. The total cost of my order is $ (International customers please add an additional 25%.) 
Please Type or Print 


; 3. Please choose method of payment: 
(Company or personal name) 


LJ Check payable to the Superintendent of Documents 
(Additional address/attention line) C] GPO Deposit Account Lilakastel a s LJ 
|_| visa, CHOICE or MasterCard Account 


Td ide dakota 


Thank you for your order! 


(Street address) 





(City, State, ZIP Code) rei 
(Credit card expiration date) 


(Daytime phone including area code) 
(Signature) 


4. Mail To: Superintendent of Documents, Government Printing Office, Washington, D.C. 20402-9325 





